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ENGROSSED SUBSTI TUTE HOUSE BI LL 3303

State of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By House Finance (originally sponsored by Representatives G ant,
Wal sh, Haler, and Linville)

READ FI RST TI ME 02/ 12/ 08.

AN ACT Relating to a business and occupation tax credit for
qualified preproduction developnent expenditures for polysilicon
manuf act urers; anendi ng RCW 82. 32. 545; adding a new section to chapter
82.04 RCW creating a new section; and providing an expiration date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1)(a) In conputing the tax inposed under this chapter, a
manuf acturer of polysilicon may claim a credit for its qualified
preproduction devel opnent expenditures occurring after January 1, 2008.

(b) Any credits earned under this section nust be accrued and
carried forward and may not be used until July 1, 2009 and until a
pol ysilicon manufacturer expends five hundred mllion dollars on a
pol ysilicon manufacturing plant located in a county al ong the boundary
Iine between Washi ngton and Oregon with a popul ation greater than fifty
thousand but Iless than one hundred thousand. A polysilicon
manuf acturer may not claima credit under this section in excess of one
mllion dollars in any cal endar year. Carryover credits may be used at
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any tinme after June 30, 2009, and may be carried over until used
Refunds may not be granted in the place of a credit.

(2) The credit is equal to the anmpbunt of qualified preproduction
devel opnent expenditures, nultiplied by the rate of seven and one-hal f
percent .

(3) Credit earned on or after July 1, 2009, may be carried over
until used. The credit clainmed against taxes due for each cal endar
year nust not exceed the anmount of tax otherw se due under this chapter
for the cal endar year. Refunds may not be granted in the place of a
credit.

(4) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a)(i) "Preproduction devel opnent" neans: (A) Research, design
and engineering activities performed in relation to the devel opnent of
a product or product line; (B) the design and engineering of the

facility in which the product or product line will be manufactured; and
(© training of production enployees where the training is directly
related to the manufacturing of the product or product |ine.

(ii) The term "preproduction devel opnment™ includes the discovery of
technol ogi cal information, the translating of technol ogical information
into new or inproved products, processes, techniques, fornulas, or
i nventions, and the adaptation of existing products into new products
or derivatives of products or nodels. The term does not include
manufacturing activities or other production-oriented activities other
t han tool design and engi neering design for the manufacturing process
and the training identified in (a)(i)(C of this subsection (4). The
term al so does not include surveys and studies, social science and
humani ties research, nmarket research or testing, quality control, sale
pronotion and service, conputer software devel oped for internal use,
and research in areas such as inproved style, taste, and seasona
desi gn.

(b)(i) Except as provided in (ii) of this subsection (4)(b),
"qualified preproduction devel opnent” neans preproduction devel opnent
perfornmed in the field of polysilicon manufacturing in a county al ong
the boundary |ine between Washington and Oregon with a population
greater than fifty thousand but | ess than one hundred thousand.

(1) "Qualified pr epr oducti on devel opnent " al so i ncl udes
preproduction devel opnment as defined in (a)(i)(B) of this subsection
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(4) occurring outside of this state in relation to a polysilicon
manuf acturing facility located, or to be |located, in a county along the
boundary |ine between Washi ngton and Oregon with a popul ati on greater
than fifty thousand but |ess than one hundred thousand.

(c) "Qualified preproduction developnent expenditures" neans
operating expenses including wages, benefits, supplies, and conputer
expenses directly incurred in qualified preproduction devel opnent by a
person claimng the credit provided in this section. The term does not
include amounts paid to a person or to the state or any of its
departnments or institutions, other than a public educational or
research institution, to conduct preproduction devel opnent in the field
of polysilicon manufacturing. The term al so does not include capital
costs and overhead, such as expenses for land, structures, or
depreci abl e property. For purposes of this subsection (4)(c), capital
costs do not include costs incurred for the design and engi neering of
a manufacturing facility as provided in (a)(i)(B) of this subsection
(4).

(5 In addition to all other requirenments under this title, a
person claimng the credit under this section nust report as required
under RCW 82.32.545 and provide such additional information as the
departnment may prescri be.

(6) Credit may not be clainmed for expenditures for which a credit
is clainmed under RCW 82. 04. 4452.

(7) This section expires July 1, 2024.

Sec. 2. RCWB82.32.545 and 2007 ¢ 54 s 19 are each anended to read
as follows:

(1) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of Iimted state resources the
| egi sl ature needs information on how a tax incentive is used.

(2)(a) A person who reports taxes under RCW 82.04.260(11) or who
claims an exenption or <credit under RCW 82.04.4461, 82.08.980,
82.12.980, 82.29A. 137, 84.36.655, ((and)) 82.04.4463, or section 1 of
this act shall mke an annual report to the departnent detailing
enpl oynent, wages, and enpl oyer-provided health and retirenent benefits
per job at the manufacturing site. The report shall not include nanes
of enpl oyees. The report shall also detail enploynment by the tota

p. 3 ESHB 3303



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNMNDNMNMNMNNNMNPRPPRPPRPPRPERPEPRPPRPRPREPE
N o oA WNEPE OO 0N WDNPE OO oo N O WD PEe o

nunber of full-tinme, part-tine, and tenporary positions. The first

report filed under this subsection shall include enploynent, wage, and
benefit information for the twelve-nonth period imediately before
first use of a preferential tax rate under RCW 82.04.260(11), or tax
exenption or credit wunder RCW 82.04.4461, 82.08.980, 82.12.980,

82. 29A. 137, 84.36.655, ((and)) 82.04.4463, or section 1 of this act.

The report is due by Mirch 31st followng any year in which a
preferential tax rate under RCW 82.04.260(11) is used, or tax exenption
or credit under RCW 82.04.4461, 82.08.980, 82.12.980, 82.29A 137,

84. 36. 655, ((and)) 82.04.4463, or section 1 of this act is taken. This

information is not subject to the confidentiality provisions of RCW
82.32.330 and may be disclosed to the public upon request.

(b) If a person fails to submt an annual report under (a) of this
subsection by the due date of the report, the departnent shall declare
t he anount of taxes exenpted or credited, or reduced in the case of the
preferential business and occupation tax rate, for that year to be
i mredi ately due and payable. Exci se taxes payable wunder this
subsection are subject to interest but not penalties, as provided under
this chapter. This information is not subject to the confidentiality
provi sions of RCW 82.32.330 and may be disclosed to the public upon
request.

(3) By Novenber 1, 2010, for chapter 1, Laws of 2003 2nd sp. sess.,
and by Novenber 1, 2014, for section 1 of this act, and by Novenber 1,
((2623)) 2022, for chapter 1, Laws of 2003 2nd sp. sess. and section 1

of this act, the ((fisecal—comttees—of thehouseof representatives
and—the —senate—in—consultation—wth —the departpent)) joint
legislative audit and review conmttee shall report to the legislature
on the effectiveness of chapter 1, Laws of 2003 2nd sp. sess. and
section 1 of this act in regard to keepi ng Washi ngton conpetitive. The
report shall mneasure the effect of chapter 1, Laws of 2003 2nd sp.
sess. and section 1 of this act on job retention, net jobs created for
Washi ngton residents, conpany growh, diversification of the state's
econony, cluster dynam cs, and other factors as the commttees sel ect.
The reports shall include a discussion of principles to apply in
eval uati ng whether the | egislature should reenact any or all of the tax
preferences in chapter 1, Laws of 2003 2nd sp. sess. and section 1 of
this act. The departnment shall maintain information from the annua
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reports submtted under subsection (2) of this section necessary for
the commttee to prepare its reports under this subsecti on.

NEW SECTION. Sec. 3. If a port in a county along the boundary
i ne between Washi ngton and Oregon with a popul ation greater than fifty
thousand but Iless than one hundred thousand and a polysilicon
manufacturer do not sign a nenorandum of wunderstanding to site a
pol ysilicon manufacturing plant that is expected to cost at |east five
hundred mllion dollars by Cctober 1, 2008, this act is null and void.

--- END ---
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